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Market review

During February 2022, equities remained under pressure as
Russia decided to initiate a large scale invasion in Ukraine,
worsening further inflation concerns as well as uncertainties
about the pace of central banks’ interest rate hikes. Fear of a
possible shortage of energy supply coming from Russia led the
Brent oil above $100 per barrel and European natural gas prices
to rise 15%. Elevated energy prices could drive further or more
persistent inflation, leaving less visibility about the possible
actions central banks will take to either fuel economic growth or
keep inflation under control. In the US, strong inflation, solid
employment data, and reassuring earnings, led the market to
expect the Fed to implement nearly six rate hikes by the end of
the year. In that context, the MSCI ACWI returned -2.7% MTD
while the MSCI ACWI IT returned -4.5% MTD. Within the IT
segments, Software was the worst performing segment ending up
with a negative performance due to some rotation out of riskier/
long duration/growth names. The hardware segment also showed
negative returns, driven by Apple weakness. Semiconductors had
negative returns but showed resiliency as end demand remains
very strong and most names guided to improvements with supply
coming back online in the second half of 2022. Playing their
defensive role, Telecoms ended up almost positive in February as
the market rotated.
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Performance analysis

During February 2022, Pictet Digital underperformed the MSCI
ACWI and the MSCI ACWI IT. Within Pictet Digital, all segments
ended up in negative territory and Network operators remained
the most resilient, driven by T-Mobile and Verizon. Devices
played a defensive role as well, driven by the outperformance of
Nintendo. Interactive Entertainment came third in terms of
contribution, as Activision contributed positively in the wake of
the announcement of Microsoft’s intention to acquire them and
did not detract this month, while Tencent was the segment’s
main detractor. Within Online Advertising, Snap’s strong
outperformance was more than offset by Meta’'s weakness, as the
firms posted a disappointing Q1 revenue guidance of 3-11% yly
growth (vs. +20% in Q4), due to worsening ad revenue, supply
chain disruptions, and increasing competition from TikTok. E-
commerce suffered from continued weakness of Alibaba,
Booking's disappointing profitability guide and Shopify’s higher-
than-expected CAPEX guide. Enterprise SaaS was the worst
performing segment due to continued rotation out expensive
names and PayPal, which got hit on earnings, as the firms
posted a lower-than-expected revenue and net new account
guidance.

Portfolio activity - overweightings & underweightings

During February 2022, we initiated a position in Twilio as we see
the firm well positioned to become a leading unified
communications software in the future thanks to its omni-
channel and highly customizable platform used by more than 10
million developers and high and durable growth outlook (>30%+
until FY24), driven by its CCaaS tool Flex and its leading
Customer Data Platform (CDP) software Segment. We also
increased our position in SNAP as the company remained at
attractive valuation levels while showing strong growth potential
given its differentiated value proposition versus competition and
leadership in AR/VR software technology. We also increased our
position in Meta following the drawdown on its earnings’ day as
the company reached valuation levels of 3.3x EV/sales FY2 lower
than during the Cambridge Analytica scandal. We believe that
the potential impact of IDFA/AAID policy changes are now more
than priced in, and thanks to the deployment of server to server
build out, Meta remains a key leading player in the online
advertising industry. We reduced our position in Apple as the
stock is still trading at a significant premium relative to its past
multiples while offering less than 7.5% growth over the next two
years, and facing pressure on its service revenue margins due to
the risk of having to reduce the take rate on its platform.
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Market outlook

The Digital fund should remain defensive as penetration rates in
every sub sector are still low and worldwide internet penetration
is still at 65.6% in 2021. The migration of advertising spending
online will accelerate (61.5% penetration rate 2022¢) as will the
migration in e-commerce spending (21% penetration rate in
2022e). This will be driven by the increasing usage for
smartphones (76% of the digital spending in 2022¢) as these
devices include more services including payment, streaming, or
gaming (1.9bn Mobile gaming users 2022¢). Interactive software
deployments for Enterprises and cloud migration will continue to
grow faster as it is more cost efficient than traditional IT models.
Lastly, we see the blockchain infrastructure as a real competitive
advantage to massively build up the usage of digital services.
The market opportunity for digital transformation (estimated to
reach $2.3 trillion in 2023e) should continue to expand as
products and services get more user-friendly, cheaper, and cost
efficient with more artificial intelligence functionalities
embedded thanks to better connectivity.

Portfolio strategy

The fund has benefited from a unique positioning, selecting
companies that generate minimum 20% of their revenue from
interactive applications with Al being one of the biggest
characteristics. The interactive applications group (ecommerce
business models, online video games, online advertising,
interactive software, FinTech, Big Data analytics tools,
healthcare IT, cloud organizations) offers secular growth and
continues to gain market share. In addition to structural growth,
the portfolio is constructed with securities that generate very
stable and growing cash flows and have very healthy balance
sheets (net cash position).
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General information

Legal form Sub-fund of a SICAV
Regulatory status UCITS
Domicile Luxembourg
Inception date 07.12.2017
Launch date 07.12.2017
Share class currency uUsD
Compartment currency usD
ISIN LU1733284605
Reference index MSCI AC World (USD)
Min. investment horizon (year(s)) 5
Fees

Ongoing charges (OCR) 1.10%
Performance fee (excluded from OCR) -
Management fee (included in OCR) 0.80%
Max. conversion fee 2.00%
Max. subscription fee 5.00%
Max. redemption fee 1.00%

Management team

Sylvie Sejournet
Stanislas Effront
Charles Lepetitpas

Source: Pictet Asset Management

Further information can be found in the prospectus.
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Pictet Asset Management

For further information,
please visit our website
assetmanagement.pictet

Important Information

This marketing material is issued by the Fund Management Company, Pictet Asset Management (Europe)
S.A., a company authorized and regulated by the Luxembourg regulator "Commission de Surveillance du
Secteur Financier". It is neither directed to, nor intended for distribution or use by, any person or entity who
is a citizen or resident of or located in any locality, state, country or jurisdiction where such distribution,
publication, availability or use would be contrary to law or regulation. The information contained in this
document is for information purposes only. It cannot be used as a basis for subscription and does not form
part of a contract. The latest version of the fund‘s prospectus, Key Investor Information Document, annual
and semi- annual reports must be read before investing. They are available in English and in the local
language of each country where the compartment is registered, free of charge on
www.assetmanagement.pictet or at Pictet Asset Management (Europe) S.A., 15 avenue J.F. Kennedy,
L-1855 Luxembourg, or at the office of the Fund local agent, distributor or centralizing agent if any. In
Switzerland, the representative agent is Pictet Asset Management S.A. and the paying agent is Banque
Pictet & Cie S.A. Pictet Asset Management (Europe) S.A. has not taken any steps to ensure that the
securities referred to in this document are suitable for any particular investor and this document is not to be
relied upon in substitution for the exercise of independent judgment. Tax treatment depends on the
individual circumstances of each investor and may be subject to change in the future. Before making any
investment decision, investors are recommended to ascertain if this investment is suitable for them in light
of their financial knowledge and experience, investment goals and financial situation, or to obtain specific
advice from an industry professional. Holdings do not represent the full portfolio. There is no guarantee that
these securities will be held in the future and you should not assume that investment in the securities listed
was, or will be profitable. Any reference to a ranking, a rating or an award provides no guarantee for future
performance results and is not constant over time. For hedged share classes, only the compartment's
consolidation currency is hedged into the share class currency. Foreign exchange exposure, resulting from
assets in the portfolio which are not denominated in the consolidation currency, can remain. NAVs relating
to dates on which shares are not issued or redeemed (“non-trading NAVs") in your country may be published
here. They can only be used for statistical performance measurements and calculations or commission
calculations and cannot under any circumstances be used as a basis for subscription or redemption orders.
The published performance represents past data. Past performance may not be a reliable guide to future
performance. There is no guarantee that the same yields will be obtained in the future. The value and
income of any of your investments may fluctuate with market conditions and may lose some or all its value.
The fund may be affected by changes in currency exchange rates, which can have an adverse effect on the
value or income of the fund. Performance is shown based on the share class NAV per share (in the share
class currency) with dividends reinvested (for distributing share classes), including actual ongoing charges,
and excluding subscription/redemption fees and taxes borne by the investor. Inflation was not taken into
account. As a subscription fee calculation example, if an investor invests EUR 1000 in a fund with a
subscription fee of 5%, he will pay to his financial intermediary EUR 47.62 on his investment amount,
resulting with a subscribed amount of EUR 952.38 in fund shares. In addition, potential account keeping
costs (by your custodian) may reduce the performance. Indices do not include fees or operating expenses
and you cannot invest in them.

Any index data referenced herein remains the property of the Data Vendor. Data Vendor Disclaimers are
available on assetmanagement.pictet under “Resources” section.

No part of this material may be copied or redistributed without Pictet Asset Management prior written
consent. ©2019 Pictet
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